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The Council of Economic Advisers Reports Again 


Because of the fire it has drawn from financial circles the Second Annual Report of the President’s 
Council of Economic Advisers invites special scrutiny. 


Shortly before Christmas the three-member Council 
established by the Employment Act of 1946 “to assist and 
advise the President in the preparation of the Economic 
Report,” submitted its own second annual report, a 31- 
page document of a rather unusual sort. 


The report focuses attention on “maximum produc- 
tion,” a term used in the Employment Act in defining it- 
objectives. Maximum employment, the Council points 
out, can be achieved in very different types of economiy, 
and is therefore no sufficient goal in itself. “For we 
were astonished to find, after the country had reached 
the idealized figure of 60 million jobs, that the volume of 
production still was disappointing.” Also, the resulting 
vast purchasing power “confronted us with inflationary 
dangers rather than calling forth adequate production.” 

Some critics of the philosophy of high employment, the 
report says, have taken satisfaction in pointing to coun- 
tries with low production levels as typically full-employ- 
ment countries. “They probably did not quite want to 
go so far as to say that the coming of capitalistic produc- 
tion makes it necessary that many people be unemployed 
because our machines are so powerful that there are not 
enough jobs for all.” Yet some of them burlesqued “full 
employment” as connoting long hours and coercion. The 
Employment Act, however, is free from any such im- 
plication. It makes no mention of job guarantees, and its 
goal of maximum production should be understood as 
meaning “that volume of production which the people of 
a country when given opportunity to apply their labor 
whenever they see fit and under efficient conditions of 
employment, will want to turn out before they prefer to 
turn their time to the enjoyment of leisure.” 


Capital for High Production 


A balance has to be struck between “(a) that amount 
of current consumption which will maintain the working 
population in a state of physical health and mental satis- 
faction, including a sense of confidence in sustained well- 
being, (b) the wise conservation and development of 
natural resources, and (c) the technological progress and 
the amount of capital formation which will stabilize like 
conditions for the future.” A major obstacle to be over- 
come is “the concern—well-founded or ill-founded—on 
the part of business managers that the maximum develop- 
ment of capacity and production will lead at some time 
in the foreseeable future to ‘overexpansion’ or ‘overpro- 


duction’ with consequent business losses of a serious or 
even catastrophic character.” How well-founded is this 
concern? In a sense there can be no excess of capital 
formation since “a bold and ingenious people cannot set 
any limit to the amount of capital that they will ulti- 
mately need.” But to keep capital plant fully utilized 
attention must be given to the current rate of consump- 
tion. It is “not much to the credit of our business genius 
or our economic understanding” that we should accumu- 
late capital to erect plant and production facilities which 
we use “to only 80 or 60, or even 40 per cent a few years 
later.” Cyclical depressions are not inevitable. 


Labor Aspects of Maximum Production 


The question, who shall work—with respect e.g. to 
miners, the aged, and married women—must be answered 
in terms of social standards which are continually chang- 
ing and which are affected by technology. Likewise, the 
question of an optimum working day is susceptible of 
different answers depending not only on changing condi- 
tions of efficient labor but on the fluctuating “balance be- 
tween more goods and more leisure.” There are “com- 
peting values” which economic scales alone cannot weigh.” 
On the whole, “the general atmosphere of economic 
thinking” suggests, for the realization of the purposes of 
the Employment Act, “a pattern of 8-hour day, 5-day 
week, and a 2-week, paid vacation.” On this basis maxi- 
mum annual production means what “could be obtained 
with 2,000 hours of work in a well-equipped and well- 
managed plant or office under skillful management.” 

Designed restrictions upon output based on “fear that 
there is not or will not be enough work to go around,” 
run counter to “the very concept of enlarged production 
and real purchasing power embodied in the Employment 
Act.” But since depressions are so much a part of the 
workers’ experience, verbal assurances will not suffice. 
Genuine “psychological security” must be created, and 
this means “concrete programs which the masses of the 
people can see and feel,” programs in the formulation of 
which they have participated. 


Motivation in the Free Enterprise System 


There are three kinds of motive governing the man- 
agement of business enterprises, designated in the report 
as “the provident motive, the profit motive and the pro- 
tective motive.” Both individuals and corporations are 
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influenced by the desire to provide for the future. Sav- 
ings continue to accumulate irrespective of “yield.” 

The profit motive is particularly relevant to venture 
capital. The problem of securing equity capital for small 
businesses and for new enterprises is so serious, from the 
viewpoint of maximum production, as to occasion all 
manner of proposals for encouraging investment, includ- 
ing the idea of government-supported financial institu- 
tions. The advantages, in terms of profits, of large cor- 
porate enterprises create a condition unfavorable to the 
survival and growth of new ventures. 

Hence the protective motive enters the picture. This 
means “that management develops systems of cost ac- 
counting, of reserve accumulation, of margin setting, and 
of pricing that result in cessation of production and with- 
drawal from the market as the basic means of weather- 
ing economic storms.” Here is the source of a “perennial 
threat” to high production. “We are approaching day by 
day the testing time when we shall see whether or not 
voices of reason in the ranks of management will enable 
them to avoid a stampede into a disorganized scramble 
for individual safety, each company for itself ‘and the 
devil take the hindmost.’ . . . Economic stabilization can 
be achieved within our private enterprise system only if 
management accepts the responsibility for a more stable 
practice in planning its investment and operative pro- 
grams.” 


The Need for Balanced Production 


The fruits of prosperity, when attained, are spottily 
distributed. ‘The bottom quarter or third” of the people 
“have not risen to satisfactory standards even during pe- 
riods of highly productive activity. And it is they, of 
course, who have dropped to the lowest level of con- 
sumption during periods of arrested production.” Maxi- 
mum production requires a broad market for consumers’ 
goods ; otherwise the system will become clogged. “The 
enlarging production of an industrially efficient nation 
must go increasingly to filling in the consumption defi- 
ciencies of the erstwhile poor.” It is not a question of 
abstract justice: how much the worker is “entitled to.” 
It is a question of maintaining consumption at a level 
commensurate with high production. This will require 
more accurate forecasting of particular demands, since 
“the so-called free market is neither as responsive nor as 
dependable a guide to production as it was in a simpler 
economy.” It will also require of producers guidance as 
well as stimulation of consumer demand. Here is a field 
for “vigorous study and promotion by industrial and 
commercial concerns as the holiday of their present sell- 
er’s market draws to a close.” If an industry assumes 
that the economy “must again undergo ‘seven lean years’ ” 
it is helping to create the depression that it fears. 


The Role of Government 


The Employment Act does not schedule government in- 
tervention, but it does imply “frank recognition that the 
government accepts a complementary role in areas where, 
or in times when, private enterprise fails to provide ade- 
quate productive use of the nation’s resources.” But 
when such compensatory action is undertaken “govern- 
ment economic activities should be carefully designed to 
add to the resourcefulness, the productivity, and the 
growth of our business system as a whole instead of be- 
ing regarded mainly as a device for applying poultices to 
that system when it becomes infected.” However, maxi- 
mum production is possible only as “our business system 
itself functions increasingly well.” 


Real Price Competition Necessary 


The current situation raises a serious question as to the 
adequacy of insistence on “production, more production, 
and still more production.” An all-out production effort 
may “force disastrous price peaks” resulting in cut-backs 
that will thwart its ends. The scarcity argument has been 
too readily used by businessmen “to absolve themselves 
of responsibility for high prices and to hold out hopes 
that fuller production will automatically remedy the situ- 
ation.” The demand for a longer work week in order to 
reduce labor costs is pointless unless the saving is re- 
flected in the checking or lowering of prices. “Many 
rates of profit must subside while reasonable profitability 
is established in other areas.” There are “gross imbal- 
ances” in the wage structure that must be corrected. The 
most important element of salutary policy is “real price 
competition.” Monopolistic control is “absolutely incon- 
sistent” with the maintenance of maximum production. 


The Religion of College Students 


Seven out of every ten students at Harvard University 
and Radcliffe College feel the need for “some form of 
religious orientation or belief,’ according to a study of 
“an accurate cross-section” of the undergraduates by 
Gordon W. Allport, chairman of the department of psy- 
chology, Harvard University, James M. Gillespie, and 
Jacqueline Young.* There were 291 veteran and 123 
non-veteran Harvard students and 86 Radcliffe students. 
By all the tests women are “more religious than men.” 

“Only one in ten among women and two in ten among 
men declare definitely” that they do not need religion. 

“The majority maintain some form of traditional re- 
ligious practices including prayer, and report at least 
occasional experiences of reverence or dependence on a 
Supreme Being. .\t the same time a bare quarter of the 
students are essentially orthodox” in their beliefs. 

“The majority are dissatisfied with institutional religion 
as it exists. ... 

“While the average apostacy from the parental faith is 
50 per cent, among Roman Catholics it is not over 15 
per cent for men and O per cent for women. The defec- 
tion from the religious system in which they were trained 
is greatest among Jewish students. 

“In the half of the cases that shift their preference, 
virtually all move in the liberal (less orthodox) direction, 
or out of the field of religion altogether. 

“The ethical aspects of Christianity have an appeal far 
greater than the theological... . 

“The strongest single psychological influence upon the 
‘felt need’ for religion is the intensity of religious influ- 
ence in the student’s upbringing.” 

Religious training has slackened but it is “by no means 
a thing of the past.” Students usually regard their faith 
as less strong than that of their parents, particularly their 
mothers’. It seems probable that the early twenties (the 
age period represented by a large proportion of the stu- 
dents) is “the least religious period of life, and that a 
return to religion often occurs” among parents. 

“Reaction against parental authority, even in matters 
of religious faith, is encouraged in our culture.’ The 
majority of the students recognized a religious awaken- 
ing, most often gradual, in puberty or adolescence. 

The conflict between science and religion is less serious 
to modern college students than it was formerly. They 
are more disturbed by “the failure of institutional religion 
to prevent war or lessen human misery.” About a third 


*The Journal of Psychology, 1948, vol. 25, pp. 3-33. 
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of the students find that “their religious views sometimes 
cause them embarrassment or isolation.” 

The majority of the students are not hostile to the 
church though they may be sharply critical. If anything, 
they are more favorably inclined than Wisconsin students 
were in 1930. The majority accept “a deity of some 
kind,” though only a fifth of the men and two-fifths of 
the women accept a “completely theistic position.” The 
great majority do not believe that religion is “the opiate 
of the people.” 

The majority feel that at least Protestant denomina- 
tional distinctions should be “abolished as rapidly as pos- 
sible.” There is more concern for Christian ethics, hu- 
manitarianism, and social reform than for theology. 

Modern college teaching offers the student little help 
in evolving “a mature system of rational theology.” But 
“in most lives the need for a satisfying religious orienta- 
tion is felt. 

“By various criteria students who subscribe to Roman 
Catholicism are ‘most religious’; to Protestant Christi- 
anity, less so; to Judaism, still less so.” 

“On the average” veterans’ “sense of ‘felt need,’ their 
religious practices, and their orthodoxy fall 10 to 15 per 
cent below non-veterans. 

“At the same time the majority of veterans report that 
the war made them ‘more interested in the problems re- 
ligion seeks to solve.’ ” 


Archbishop Cushing to the CIO 


The CIO has published in pamphlet form under the 
caption, “I Belong Here” the address of the Catholic 
Archbishop of Boston, Richard J. Cushing, delivered in 
that city on October 13, 1947, before the Ninth Consti- 
tutional Convention of the CIO. A letter signed by 
James B. Carey, secretary-treasurer of the organization, 
commends the address to the attention of ministers as 
“one of the most remarkable expressions of sound social 
views ever uttered by a Churchman.” Excerpts from the 
address follow: 

“T am glad to come this morning because Mr. Murray 
invited me. But I am also glad to come because I belong 
here. I am a priest, an Archbishop. As such, I am by 
office and should be by my every personal action the 
representative of One Whom twenty centuries have hailed 
as their High Priest. To the eyes of other men, the Savi- 
our appeared as a tradesman—a worker—and all those 
who share His priestly office should be found present 
wherever men are gathered who share in the labor which 
was the earthly vocation of Jesus Christ. 

“For this reason, priests have always belonged close to 
the ranks of labor, whether organized or not. In the Old 
World, as the late Pope once remarked, the tragedy oi 
both religion and of labor for several generations has 
been that too many factors and forces came between some 
of the priests and many of the working people. .. . 

“Here in this country, in the New World, there has 
never heen the cleavage between the working classes and 
the clergy against which Cardinal Manning raised his 
voice. Not long ago the present Pope speaking to a large 
gathering of Italian workers said: ‘Visit countries where 
the Church can live and act freely, even if its members are 
only a minority, as for instance in the United States of 
America. Penetrate there in the huge organizations of 
industrial life. You will not find any trace of conflict 
between the Church and working world.’ 

“How could there be? In this country it has been 
working people who have built the seminaries in which 
our priests are trained. Our institutions have no princely 
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patrons; they are monuments to human labor and to the 
generosity of hardworking men and women. Working 
men not merely built and paid for our seminaries, they 
sent to them some of their best sons. I have said this 
before, but it is important to repeat it here: !n all the 
American Hierarchy, resident in the United States, there 
is not known to me one Bishop, Archbishop or Cardinal 
whose father or mother was a college graduate. Every 
one of our Bishops and Archbishops is the son of a work- 
ing man and a working man’s wife. That is one further 
reason why I belong here this morning. .. . 

“The aims of the CIO are those of the trade union 
movement and of organized labor generally. These are 
chiefly three: 1) the organization of the working men 
and women of America, without reference to race, creed, 
color or nationality, for mutual aid and protection; 2) 
the establishment of sound collective bargaining and wage 
agreements; 3) the promotion of legislation to safeguard 
economic security and social welfare, and to extend demo- 
cratic institutions, civil rights and liberties. 

“For my own part, I cannot see how any man in his 
right mind, certainly how any American with the slightest 
comprehension of Christianity, can complain about those 
objectives. . . . The trade union movement has long since 
established its reputation for Americanism and its right 
to be heard. Whatever mistakes it may have made—and 
they are no more than those of other groups—to what- 
ever excesses it may have gone—and these are easily bal- 
anced by those of its critics—the trade union movement is 
now a permanent part of the American picture. Labor is 
organized and it is organized to stay... . 

“I know the criticisms which are made of organized 
labor and I know, as do most people, the ‘lines’ currently 
used in the campaign against unionism. You know them 
even better than I do. Some of the current criticisms may 
have some foundation in facts. If they do, you are in a 
far better position than your critics to know what these 
facts are and how to remedy them yourselves. Many ol 
the criticisms of organized labor, its power, its proposals, 
its principles, come from men who would stop at nothing 
to bring back days to them dear but to the rest of man- 
kind happily dead. 

“In any case there are no problems arising out of 
American organized labor, no problems internal to the 
labor movement or external to it in its relations with the 
rest of the community, which American labor cannot solve 
in an American way within the framework of American 
law and in the best interest of the American people... . 

“When I hear the excited talk about this, that or the 
other problem allegedly created by organized labor, I re- 
member a famous report Cardinal Gibbons filed with re- 
gard to one of the earliest efforts at labor organization 
in the United States. You know, in his day an effort was 
made to discredit labor organizations and even to bring 
about religious condemnation of certain aspects of the 
labor movement. Men, professing to be the friends c} 
law and order, when really they were the foes of both 
so far as working people were concerned, attempted to 
align the Church against the new labor organizations and 
the labor movement identified with them. The enemies 
of labor were powerful; they brought their case all the 
way to Rome. They knew then, as they would know 
now, that the great masses of American labor are loyal 
to their religious leaders and are inclined to hear with 
respect the voice of religion. 

“The Roman authorities asked Cardinal Gibbons what 
he thought of the dangers said to be present in the labo: 
‘movement as of that time; the alleged danger that the 
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wrong people might take over, the possibility of top-heavy 
power, the menace of political abuse and all the rest of it. 
The Cardinal was a calm man. He knew America and he 
knew Americans. He took a long range view of all ques- 
tions involving the conflicts or competitions of the various 
eroups which make up America and when that conflict 
was at its hottest he would point out that the lasting con- 
cord in a nation like ours can only come out of conflict 
fairly faced and honorably settled. So when they asked 
him whether the labor movement should be condemned 
because a lot of people had become upset about certain 
aspects of it, the Cardinal replied: ‘The American people 
behold with perfect composure and confidence the prog- 
ress of our social contest, and have not the least fear of 
not being able to protect themselves against any excesses 
or dangers that may occasionally arise.’ ... 

“J have read with interest some of the deliberations of 
hoth management and labor concerning the so-called 
guaranteed annual wage. I know labor’s position on this 
proposal. The worry of the working man has tradition- 
ally been this: jobs today—but what will happen tomor- 
row? Up to now many imillions of Americans have been 
unable to answer that question for themselves. As a con- 
sequence they live in a fear which God never intended 
should be theirs. A wage earner must have steady work 
and pay this week, next week and all the year round if he 
is to have security. Only an annual wage is an adequate 
wage. So runs the labor argument and it is a hard argu- 
ment to answer.... 

“The other positive point toward which I would direct 
your attention is concerned with certain questions of for- 
eign policy on which organized labor has already shown 
a willingness to declare itself. Unfortunately at the 
moment, attitudes toward foreign policy are complicated 
by what are called ‘conflicting ideologies.’ Now I do not 
know what an ‘ideology’ is. I suspect the word of being 
a catch phrase, a ‘phoney’ word which can’t be defined 
and which is therefore used to describe something not 
worth defining. Now-a-days we hear a lot about fighting 
‘ideologies,’ and, here too, J am not sure how you go about 
fighting an ‘ideology.’ But I know what hunger is—and 
| know how to fight that. You fight it with food. I know 
what poverty is. You fight that with money. I know 
what winter is. You fight that with coal and clothing. 
! know what discouragement is. You fight that with 
friendship and friendly deeds. I know what fear is and 
defeatism. You fight them with faith.” 


Britain’s Economic Future 


\ “Message to Church and Nation” has been issued by 
the Industrial Christian Fellowship in Great Britain un- 
der the title Present Politics and the Future of Britain: 
A Christian Estimate. P. T. R. Kirk, the Fellowship’s 
eeneral director, writes in the foreword that since “man 
is redeemed by the Grace of God in and through the soci- 
ety in which he lives and works” the Church “cannot 
evade the duty of deciding what should be the nature 
and the aim of any economic system.” 

The idea that there can be a return to economic ethics 
while economic purpose, the direction of the economic 
mechanism, is divorced from any comprehensive concep- 
tion of ultimate purpose in human living, the Fellowship 
tinds to be the fallacy behind most current political 
thought. “The supreme end of man is the vision of God.” 
But in human life the “supreme means” to that end be- 
come “final ends.” These are the proper goals of politics. 
‘ too long pursuit of short-term policy may become dis- 


astrous, but the function of choosing the moment for the 
changeover from necessary compromise to long-term ends 
is a political function. 

The Fellowship urges the following basic policies upon 
Britain: “(1) The redressing of the overbalance of indus- 
trialism and its consequent ceaseless ‘export drive’: a re- 
turn to a life based upon the utilization of her own re- 
sources. This means a great development of agriculture. 
(2) The restoration of true trade as the exchange of natu- 
ral surpluses: trade which is the friendly interchange of 
mutually needed goods: trade in which there can be no 
thought of ‘trade-war’. (3) The setting of money in its 
proper place within human culture: the overthrow of its 
barbarous dictatorship and its reduction to its true, func- 
tional operation.” 

The present Socialist Government, the report says, has 
assumed that the world market as we have known it was 
a “law of nature,” and that “the vital condition” of Brit- 
ain’s post-war success lay in a recovery, and indeed a 
vast expansion, in her export of manufactured commodi- 
ties, including machines, together with the import of great 
quantities of food. 

Socialism, it continues, has overlooked “the very real 
possibilities of the suppression of personality under So- 
cialism,” and has failed to examine its own assumption 
that machine industry must be Britain’s economic life 
pattern. It has “quite failed to understand that a truly 
associative industry must depend for its success not upon 
a distant abstraction like ‘public service’ or the social 
good, but upon responsibility and cooperation at the site 
of the work.” It has-failed to perceive that “the domi- 
nant and growing feature of our day has been that the 
demonic strife has entered the international arena; so 
that any resolution of the discords within one country may 
either be accomplished by increasing similar discords in 
other countries, or may be embarrassed and made of no 
effect through the further development of discords be- 
tween nations in the world market.” 

The machine, the Fellowship urges, must be deposed 
from its position of dictatorship. The basis of its domi- 
nance—the assumption that money is the ultimate eco- 
nomic reality—must be abandoned. International trade 
is an adjunct of national cultures and should never be the 
central condition of any nation’s existence. For trade 
war is the final arena of industrial strife and “makes men 
the slaves of economic purpose instead of shaping eco- 
nomic purpose to be the minister of man in the whole- 
ness of his being.” 

Technical skill is no longer the exclusive possession of 
the West but is spreading, and the tremendous disparity 
between the exchange value of agricultural and industrial 
skills which has conditioned world trade is levelling. 
Britain faces a crowded market in which the exchange 
value of industrial products will decrease while food 
prices will rise. 

The Fellowship sees in the Marshall Plan itself a dis- 
regard of “the sinister truth that the modern economy of 
financial industrialism has increasingly revealed its need 
for an irrational market—a market of consumption which 
will not also be a rival area of production of any sort.” 
War provides such an “irrational market.” 

The argument that a return to true trade requires an 
international agreement is thought unsound. Rather, “it 
must be emphatically stated that a nation’s trading rela- 
tions with the world are largely governed by the structure 
of its own internal economy, and peace on earth depends 
to a great extent upon the willingness of each nation to 
put its own house in order.” 


Printed in U.S.A. 
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